Stochastic variance models in discrete time with feedforward neural networks.
The study overcomes the estimation difficulty in stochastic variance models for discrete financial time series with feedforward neural networks. The volatility function is estimated semiparametrically. The model is used to estimate market risk, taking into account not only the time series of interest but extra information on the market. As an application, some stock prices series are studied and compared with the nonlinear ARX-ARCHX model.